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Existing Market Conditions. 
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Market is presently not too competitive; difficult to purchase 
transport capacity on competitive terms. 
AT& T and MCI are the most significant competitive suppliers of 
transport services 
AT&T and MCI pricing tends to be roughly 50% less than standard 
pricing offered by SBC and Verizon 
Construction of new facilities is not economically feasible or 
foreseeable, and new technology is unlikely to immediately 
eliminate reliance on metro and suburban fiber-based transport 
Level 3 purchases significant quantities of metro and suburban 
transport, [BEGIN HIGHLY CONFIDENTIAL -- COPYING 

COPYING PROHIBITED] 
Level 3’s LMS database is used to track its purchases of metro 
and suburban transport services. Level 3 manages those 
purchases by location, [BEGIN HIGHLY CONFIDENTIAL] 
[REDACTED] [END HIGHLY CONFIDENTIAL] 
Before the Mergers, the competitive environment is not robust: 

PROHIBITED] [REDACTED] [END HIGHLY CONFIDENTIAL -- 

REDACTED FOR PUBLIC INSPECTION 



W ( 3 J  SBC Competition - Before /- M 

SBC - ATBT Analysis - Before Merger 

[REDACTED] 
[CONFIDENTIAL INFORMATION] 
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WSBC + I CLEC 
OSBC + 2 CLECs 
OSBC + 3 or more CLECs 
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Verizon MCI Analysis - Before Merger 

[REDACTED] 
[CONFIDENTIAL INFORMATION] 
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.VZN + 1 CLEC 
UVZN + 2 CLECs 

VZN + 3 or more CLEC5 
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After Mergers Picture is Worse . . . 
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SBC - ATST Analysis - After Merger 

[REDACTED] 
[CONFIDENTIAL INFORMATION] 

REDACTED FOR PUBLIC INSPECTION 

.SEC + No CLECs 

.SEC + Only MCI 
ESEC + 1 non-MCI CLEC 
E SEC + MCI + 1 other CLEC 
0 SEC + 2 non-MCI CLECs 
OSBC + 3 or more CLECs 
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Verizon MCI Analysis -After Merger 

[REDACTED] 
[CON FI DENTIAL I N FORMATION] 

.MN + No CLECs 

.MN + Only ATT 
VZN + 1 non-ATT CLEC 

0 VZN + ATT + 1 other CLEC 
M N  + 2 non-ATT CLECs 

O W N  + 3 or more CLECs 

REDACTED FOR PUBLIC INSPECTION 



Divestiture Specifics . -> 

Divestiture Requirement. We propose a “Network 
Divestiture/Customer Retention” plan, where all of A T& T’s and 
MCI’s “Transpott Assets” (defined below) would be divested within 
SBC’s and Verizon’s territories. 

“Transport Assets” means fiber, transport equipment, collocation 
space and off-net transport purchase agreements or rights owned, 
leased or operated by A T&T or MCI within the territories of SBC and 
Verizon. 

rn Divesting Customer Contracts. While preferred from a purely 
competitive standpoint, requiring divestiture of A T& T’s and MCl’s 
customer agreements is not feasible because: 

w 

w 

w 

Difficulties of separating m ulti-service, geographically spread 
customer contracts between in-region and out of region services 
Reliance on the Sellers for extensive OSS and BSS Support 
Highly complex and often unique service delivery requirements that 
the buyer would have difficulty replicating 
Customer Retention Risks without strict win-back rules 

REDACTED FOR PUBLIC INSPECTION 



Divestiture Benefits .,-d 

H Network DivestitureKustomer Retention. Because conveyance of 
customer contracts is infeasible, the divestiture of transport assets 
should be accompanied by a commitment by SBCNerizon to 
continue to purchase services from the new owner for a period of 5 
years. Such a structure has the following advantages: 

The new owner would be able to quote pricing, terms and conditions 
for services (both to end users on a retail basis and to other service 
providers on a wholesale basis) that were offered in-region by 
A T&T/MCI prior to the merger. 

There would be no interruption or migration of service to customers 
(except as might othetwise result from the merger itselr). 

The new owner could sell to third parties - both wholesale and retail - 
so that the new owner would be able to compete with the incumbent 
even after expiration of the purchase commitment. 

SBC and Verizon still obtain the benefits of the merger in that they 
would have customer contracts with the largest business customers 
purchasing a full range of products and services. 

REDACTED FOR PUBLIC INSPECTION 



[BEGIN HIGHLY CONFIDENTIAL -- 
COPYING PROHIBITED] 

Table 1 

[REDACTED] 

[END HIGHLY CONFIDENTIAL -- 
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The Transport Services Ma 1 

Existinq Market Conditions. 
Market is presently not too competitive; difficult to purchase 
transport capacity on competitive terms. 
AT&T and MCI are the most significant competitive suppliers of 
transport services 
AT&T and MCI pricing tends to be roughly 50% less than standard 
pricing offered by SBC and Verizon 
Construction of new facilities is not economically feasible or 
foreseeable, and new technology is unlikely to immediately 
eliminate reliance on metro and suburban fiber-based transport 
Level 3 purchases significant quantities of metro and suburban 
transport, [BEGIN HIGHLY CONFIDENTIAL -- COPYING 

COPYING PROHIBITED] 
Level 3’s LMS database is used to track its purchases of metro 
and suburban transport services. Level 3 manages those 
purchases by location, [BEGIN HIGHLY CONFIDENTIAL] 
[REDACTED] [END HlGHL Y CONFIDENTIAL] 
Before the Mergers, the competitive environment is not robust: 

PROHIBITED] [REDACTED] [END HIGHLY CONFIDENTIAL -- 

REDACTED FOR PUBLIC INSPECTION 



@W@J SBC Competition - Before M SWITCH 

SBC - AT&T Analysis - Before Merger 
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OSBC + 3 or more CLECs 



WW(3)' Verizon Competition - Before 

Verizon MCI Analysis - Before Merger 
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OVZN + 3 or more CLECs 



SWITCH 
After Mergers Picture is Worse. . . 
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SBC - ATBT Analysis -After Merger 
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Verizon MCI Analysis -After Merger 
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m e !  ..... (3)’ Divestiture Specific 

rn Divestiture Requirement. We propose a “Network 
Divestiture/Customer Retention” plan, where all of A T& T’s and 
MCI’s “Transpot? Assets” (defined below) would be divested within 
SBC’s and Verizon’s territories. 

W “Transport Assets” means fiber, transport equipment, collocation 
space and off-net transport purchase agreements or rights owned, 
leased or operated by A T&T or MCI within the territories of SBC and 
Verizon. 

rn Divestinq Customer Contracts. While preferred from a purely 
competitive standpoint, requiring divestiture of A T& T’s and MCl’s 
customer agreements is not feasible because: 

rn 

w 

rn 

Difficulties of separating multi-service, geographically spread 
customer contracts between in-region and out of region services 
Reliance on the Sellers for extensive OSS and BSS Support 
Highly complex and often unique service delivery requirements that 
the buyer would have difficulty replicating 
Customer Retention Risks without strict win-back rules 

REDACTED FOR PUBLIC INSPECTION 
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rn Network Divestiture/Customer Retention. Because conveyance of 
customer contracts is infeasible, the divestiture of transport assets 
should be accompanied by a commitment by SBCNerizon to 
continue to purchase services from the new owner for a period of 5 
years. Such a structure has the following advantages: 

rn The new owner would be able to quote pricing, terms and conditions 
for services (both to end users on a retail basis and to other service 
providers on a wholesale basis) that were offered in-region by 
A T&T/MCI prior to the merger. 

rn There would be no interruption or migration of service to customers 
(except as might otherwise result from the merger itselij. 

rn The new owner could sell to third parties - both wholesale and retail - 
so that the new owner would be able to compete with the incumbent 
even after expiration of the purchase commitment. 

rn SBC and Verizon still obtain the benefits of the merger in that they 
would have customer contracts with the largest business customers 
purchasing a full range of products and services. 

REDACTED FOR PUBLIC INSPECTION 
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Table 1 

[REDACTED] 
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COPYING PROHIBITED] 


